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False representations made with knowledge of their falsity, with intent to deceive, or with what is regarded in law as equivalent 


to such knowledge, constitute, of course, such fraud as will authorize the rescission of a contract. ! However, many cases have 
distinguished between the willful or reckless misrepresentation essential to the maintenance of an action for deceit, and the 


misrepresentation, negligent or innocent, that will ordinarily lay a sufficient basis for rescission in equity.” Thus, many courts 
lay down the rule that misrepresentation of material facts may be a ground for rescinding or avoiding a contract even though 


there is no actual fraud? or intent to deceive or misrepresent,“ and even though the statements are innocently made” without 
knowledge of their falsity. Such a representation is considered to be constructively fraudulent because of its effect of imposing 
on and deceiving the person to whom it is made.’ Where there is a relationship of trust and confidence, the transaction may be 


rescinded even though the false statement was made in good faith.® 
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